LEMON GROVE CITY COUNCIL
AGENDA ITEM SUMMARY

Item No. 1.F
Mtg. Date __ March 6, 2018
Dept. Finance

Item Title: City of Lemon Grove Investment Policy (2018)
Staff Contact: Al Burrell, Interim Finance Director

Recommendation:

Adopt a resolution (Attachment B) approving the City’s Investment Policy for 2018.

Item Summary:

Each year, staff prepares an Investment Policy for City Council review. The staff report
(Attachment A) provides a description of how the City’s funds are invested and a summary of the
proposed policy dictating how the City’s funds are to be invested in 2018.

Fiscal Impact:

None.

Environmental Review:
X] Not subject to review [ ] Negative Declaration
[] Categorical Exemption, Section [] Mitigated Negative Declaration

Public Information:

X None [] Newsletter article [] Notice to property owners within 300 ft.
[] Notice published in local newspaper [] Neighborhood meeting
Attachments:

A. Staff Report
B. Resolution (includes City of Lemon Grove Investment Policy for 2018)






Attachment A

LEMON GROVE CITY COUNCIL
STAFF REPORT
Date 1.F

Mtg. Date __March 6, 2018

Iltem Title: City of Lemon Grove Investment Policy (2018)
Staff Contact: Al Burrell, Interim Finance Director

Discussion:

The City of Lemon Grove’s Investment Policy directs the City Treasurer to invest for safety, liquidity
and yield. Using the current policy, the following table shows a summary from the City, Sanitation
District, Roadway Lighting District and former Community Development Agency (now known as the
Successor Agency) at the end of December 2017.

BOOK % OF

VALUE TOTAL  YIELD
Local Agency Investment Fund (LAIF) $21,783,966 77.62%  1.20%
Multi-Bank Securities, Inc. $ 4,467,000 15.92% 2.35%
US Bank $ 1,813,075 6.46%  1.36%
TOTAL $28,064,041 100.00%

The City has sufficient funds in short-term investments to be able to meet its financial obligations for
the next six months.

While the City invests in LAIF, and MBS for the majority of its surplus funds, the required Successor
Agency bond reserves are invested in US Bank, which currently offers minimal interest and are subject
to market gains and losses. The bond holders require these funds to be held by US Bank.

The City of Lemon Grove Investment Policy states that “the City Treasurer shall annually render a
statement of investment policy to the City Council for consideration at a public meeting.” The policy
sets guidelines for prudent investment of the City’s surplus funds and requires City Council authorization
for non-approved investments. The City of Lemon Grove Investment Policy for 2018 is presented for
the City Council’s consideration.

Conclusion:

Staff recommends that Council adopt the resolution (Attachment B) approving the attached investment
policy.






Attachment B

RESOLUTION NO. 2018-

RESOLUTION OF THE CITY COUNCIL OF THE CITY OF LEMON GROVE CALIFORNIA
APPROVING THE CITY OF LEMON GROVE INVESTMENT POLICY FOR 2018

WHEREAS, the City of Lemon Grove and its component units (the Lemon Grove Roadway
Lighting District, the Lemon Grove Sanitation District, and the Successor Agency) retain surplus
funds for operational purposes; and

WHEREAS, it is prudent to invest these surplus funds in interest bearing investments; and

WHEREAS, the California Government Code Sections 53600-53686 allow municipal
agencies to invest in various instruments; and

WHEREAS, the City Council desires to maximize the safety, liquidity and yield of its
investments; and

WHEREAS, the City Council has reviewed the 2018 Investment Policy (Exhibit 1) to
assure the best financial plan for the City’s surplus funds.

NOW, THEREFORE, BE IT RESOLVED that the City Council of the City of Lemon Grove,
California hereby:

1. Approves the City of Lemon Grove Investment Policy 2018 (Exhibit 1); and
2. Directs the City Treasurer to make investments in accordance with said policy.
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Attachment B
EXHIBIT 1

CITY OF LEMON GROVE
INVESTMENT POLICY 2017

POLICY STATEMENT

This policy is intended to provide guidelines for the prudent investment of surplus funds, those
monies not immediately needed to pay demands against the City of Lemon Grove, the Lemon
Grove Roadway Lighting District and the Lemon Grove Sanitation District (collectively referred to
below as “City”) by vendors and other claimants. The City Treasurer is responsible for investing
the surplus funds in accordance with the California Government Code, Sections 53601, 53607,
and 53635.

This policy is based upon state law, City ordinance and prudent money management.
SCOPE

This policy applies to all funds under the control of the City Treasurer. The funds are accounted
for in the City’s Annual Financial Report and include all funds of the City.

PRUDENCE

In accordance with California Government Code Section 53600.3, investments shall be made with
judgment and care, under circumstances then prevailing, which persons of prudence, discretion
and intelligence exercise in the management of their own affairs, not for speculation, but for
investment, considering the probable safety of their capital as well as the probable income to be
derived.

INVESTMENT OBJECTIVES

The cash management system is designed to accurately monitor and forecast expenditures and
revenues, thus enabling the City Treasurer to invest funds to the fullest extent possible. The
overall investment objective is to enhance the economic condition of the City while insuring the
safety of funds invested.

The three criteria for selecting investments, in order of priority are: safety, liquidity and yield.
These are to be taken into consideration when making investment decisions in accordance with
California Government Code Section 53600.5.

A) SAFETY: Safety of principal is the primary objective of the investment program.
Investments shall be undertaken in a manner that seeks to ensure the preservation of
capital in the overall portfolio.

B) LIQUIDITY: Liquidity is the secondary objective. The investment portfolio will remain
sufficiently liquid to enable the City to meet all operating requirements that might be
reasonably anticipated.

C) YIELD: Yield is the third objective. The highest yield possible shall be sought, provided
that the basic criteria of safety and liquidity have been met.



Attachment B

AUTHORIZED INVESTMENT INSTRUMENTS

Sections 53601, 53635, 53637, 53638, 53652, and 53653 of the California Government Code
permit the option of investing in various instruments. The City Treasurer will limit investments to
the following:

A)

STATE OF CALIFORNIA LOCAL AGENCY INVESTMENT FUND (LAIF): LAIF is a
diversified investment pool administered by the California State Treasurer, allowing the
investment of funds through the Pooled Money Investment Account and subject to the
State’s annual investment policy. Maximum investment, subject to State regulation, is
currently $40 million per account. Monies invested with LAIF are pooled with State monies
in order to earn the maximum rate of return consistent with safe and prudent treasury
management.

B) CERTIFICATES OF DEPQOSIT (CD’s): Timed CD’s shall meet the requirements for
deposit under Government Code Section 53635 et. seq. The City Treasurer, for deposits
up to $100,000, may waive collateral requirements if the institution insures its deposits
with the Federal Deposit Insurance Corporation (FDIC). Additionally, if funds are placed
through a deposit placement service, the CD's shall meet the requirements under
Government Code Section 536601.8.

C) OTHER: Investments that are, or may become, legal investments through the State of
California Government Code, with prior approval of the City Council.

INTERNAL CONTROL

An annual independent review by an external auditor will provide internal control by assuring
compliance with policies and procedures.

REQUIRED REPORTING

A)

B)

C)

The City Treasurer shall submit a semi-annual investment report to the City Manager and
City Council. The report shall list the information required by law regarding all investments
held. The report shall state whether the investments comply with the investment policy
and whether the City will be able to meet its needs for cash for the next six months.

The City Treasurer shall annually render a statement of investment policy to the City
Council for consideration at a public meeting.

The City Treasurer shall annually present the external audit to the City Council.



